INTERNATIONAL 
Financial News Survey 


Vol. X, No. 30 . 


INTERNATIONAL MONETARY FUND ° 


February 7, 1958 


French International Credits 


At the request of the Government of France, the 
International Monetary Fund on January 30, 1958 
entered into a one-year stand-by arrangement under 
which the French Government may purchase up to the 
equivalent of US$131,250,000 in currencies held by 
the Fund. 

The French Government is pursuing a fiscal and 
monetary program directed toward rehabilitation of the 
French financial position as a basis for subsequent 
liberalization of controls on French foreign trade and 
payments. The arrangement with the Fund, in combi- 
nation with financial facilities extended by the Organ- 
ization for European Economic Cooperation through 
the European Payments Union and by the U.S. Govern- 
ment, which were announced at the same time, is 
intended to support the French foreign reserve position 
and in that way to strengthen confidence in the present 
French effort. The total financial backing available for 
France from the three sources is $655,250,000. 

The financial facilities which the United States has 
agreed to extend to France amount to $274 million, of 
which $96 million relates to the refunding at maturity 
date of the next four semiannual installments of prin- 
cipal on prior Export-Import Bank loans, and $90 mil- 
lion to the postponement of three annual installments 
on prior lend-lease and surplus property credits. Ship- 
ments to France of cotton under Public Law 480 and 
Section 402 of the Mutual Security Act account for 
$43 million, and sales for francs of U.S. military sup- 
plies and equipment for French NATO forces in Europe 
for $45 million. 

The credits granted by the OEEC through the EPU 
amount to 250 million units of account, the unit of 
account being equivalent to US$1. These credits will 
be made available partly by way of a “rallonge” extend- 
ing France’s EPU settlement facilities on a 75 per cent 
gold, 25 per cent credit basis by 400 million units of 
account, and partly by a special credit of 150 million 
units which France may use instead of gold in its EPU 
monthly settlements. 

When the stand-by arrangement with the Fund was 
announced, Mr. Per Jacobsson, Chairman and Manag- 
ing Director of the Fund, stated, “This is not the first 
time that the International Monetary Fund has extended 
its credit facilities in conjunction with other financial 
institutions, but it is the first time the Fund has done so 
together with not only U.S. agencies but also the Euro- 


pean Payments Union. This tripartite arrangement may 
justly be regarded as a sign of the widespread interest 
in the rehabilitation of the French finances, and the 
desire by the combination of many forces to assist in 
the success of the program now being pursued by the 
French Government. 

“Thanks to the measures which have been taken in 
recent months, it is already possible to point to some 
distinct improvements in the French situation. On the 
domestic front, loans issued by the railways and by the 
electricity administration have received ready response 
in the markets, and recent changes in prices and wages 
have been comparatively moderate. On the foreign 
side, the French balance of payments, which for the 
whole of 1957 was heavily in deficit, showed a surplus 
on current account in December 1957, and the latest 
data available indicate that this surplus was continued 
in the first half of January 1958. 

“Owing to these developments, the program is off to 
a good start. The question now is to continue with 
vigor and determination the effort which has been 
initiated, and to implement fully the various provisions 
in the program already accepted by the Government 
and Parliament. Important safeguards have wisely 
been included in the Budget Law to secure full pub- 
licity about the trend of the financial and economic 
situation in France. The Law requires the Government 
to make periodic reports to Parliament, and to take 
steps to rectify any adverse budgetary trend that may 
be disclosed in these reports, and, if necessary, to 
request Parliamen* to vote additional measures to 
remedy the situation. 

“But this is, of course, not only a matter for the 
Government; business, labor, and the public at large 
also need to be aware of their responsibilities and avoid 
making any such claims for credits or increases in 
profits, prices, and wages as would jeopardize the suc- 
cess of the present effort. 

“A good program has been adopted, foreign credits 
are available, and confidence has begun to return. It 
now remains to follow through, for the stage has been 
set for a lasting rehabilitation of the French position, 
in the interest first and foremost of the French people, 
but also the benefit of Europe generally, and, indeed, 
in the interests of international financial stability.” 

The French Government first drew upon the Fund 
in 1947, when it purchased US$125,000,000 with 
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francs. The repayment of this amount was completed 
in April- 1956. In October 1956 the French Govérn- 
ment made a stand-by arrangement under which it pur- 
chased US$262,500,000 from the Fund during the first 
six months of 1957. 


Creation of World Coffee Organization 


Delegates from coffee producing countries to an inter- 
national conference held in Rio de Janeiro approved a 
draft agreement for the creation of a world organization 
aimed at aiding the world coffee economy. The docu- 
ment must be ratified by the governments of the member 
nations before July 31. The draft was not signed by 
French and Belgian delegates, representing their African 
colonies. These delegates indicated approval of the 
document, but they stated that they did not have the 
power td sigh ufidér instriictions givén them): 

The delegates to the conference appointed a commit- 
tee to meet in 40 days and prepare the groundwork for 
the organization. The organization would be designed 
to promote consumption, to seek means to lower pro- 
duction costs, and to recommend measures to avoid 
crises in the coffee economy. 

Sources: The Journal of Commerce, January 27, 1958, 
and The Wall Street Journal, January 29, 
1958, New York, N.Y. 


Europe 


EPU Settlements for December 1957 


The settlement operations of the European Payments 
Union for December 1957 covered a total of net sur- 
pluses of 129.2 million units of account (one unit of 
account=US$1) and net deficits of 128.1 million units 
(the difference between total surpluses and total deficits 
representing the difference between the amount of in- 
terest paid by the Union and that paid to the Union); 
the. total. of. net. surpluses or deficits .was.115.1 million 
units of account for November and 99.3 million units 
for October. 

The net surpluses and deficits of the EPU member 
countries for October, November, and December are 
shown in the accompanying table. Creditor countries 
are presented in descending order and debtor countries 
in ascending order of their respective cumulative cred- 
itor or debtor positions vis-a-vis the EPU after com- 
pletion of operations for December. 

Although in December the Federal Republic of Ger- 
many received from the EPU 14 million units of account 
for interest, it had a deficit considerably higher than the 
deficit recorded in November. Transactions which off- 
set part of the speculative operations of last summer, 
and borrowing on the German market by other coun- 
tries, notably. the Netherlands, continued throughout 


Sources: International Monetary Fund, U.S. Depart- 
ment of State, Government of France; and 
Organization for European Economic Co- 
operation, Press Releases, Washington, D.C., 
and Paris, France, January 30, 1958. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


Oct. Nov, ., Dec. 
1957 1957 1957 
Creditor Countries 
Germany, Fed. Rep. ——._._—> +26.3 
Belgium-Luxembourg -3.3 
Netherlands. .2) 5 — $22.2 4626 +615 
Sweden +0.6. -113 
OI cil sneienstenpaeiten ian ene -6.3 
Switzerland _.___ -37.7. -29.3 


25.8 -34.6 
+30.8 +318 


Debtor: Countriés it e tinea wit 
RDO nancies cries lett eet), 1S: OE 
ia Rca ee 0.5 +01 
icin sccenainntiptnaneiaaaene’ -6.1 -78 
OU lel sci cenncncaengpicnestabin 2 TO -0.7 
Demeee 2 


Dear ie A +134 479 
THR 2 +18 2.5 
United Kingdom _..__>> i 40 +169 
Rh onsen enihea dic cena iets -30.1 -17.6 


December. The substantial surpluses of both the Neth- 
erlands and Belgium-Luxembourg were of approxi- 
mately the same size as their November surpluses. 
France’s deficit was considerably smaller than in Novem- 
ber, despite a payment of 5.6 million units to the EPU 
for interest. The French deficit was again payable 
fully in gold because of the prior exhaustion of France’s 
EPU credit facilities; from July to December 1957 
France made to the EPU special payments equivalent 
to 136.2 million units of account. The U.K. deficit, 
which exceeded that recorded in November, was due 
partly to a payment to the EPU of 5.5 million units of 
account for interest. u 
Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, Janu- 
ary 15, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, January 17, 1958. 


London Gold Price 


The dollar price of gold in London reached $35.06 
on January 30, the highest level since August 1956. 
This is within a few points of the highest price reached 
since the London gold market reopened just under 
four years ago. At the beginning of January, the price 
was generally fluctuating around $35. The imcrease by 
the end of the month may reflect in part some nervous- 
ness on the Continent about economic prospects; im 
general, however, it reflects an acute shortage of sup- 
plies rather than any notable expansion in demand. 
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In-the closing months of 1957, the customary sales 
of gold by the Soviet Union were tending to keep the 
dollar price below the parity level of $35; the price 
dipped to $34.95 in the middle of November. 

Source: The Times, London; England, January 31, 
1958. 


U.K. Interest Rates 


“The treasury bill rate in London fell on January 31 
by over % per cent, to 6% per cent. This was. the 
sharpest change since the bank rate was raised to 7 per 
cent last September and widens the gap between the 
two rates to Y% per cent; at the end of September, it was 
only about % per cent. The discount market raised its 
bid at the tender on January 31 by 10d., the largest 
change in its bid price since last May, an action appar- 
ently brought about by four influences. At the previous 
tender, the market had received a disappointing allot- 
ment; there was a continuing demand for bills in the 
market during the last week of January; the amount of 
bills on offer was smaller; and the widening interest rate 
differential between London and other financial centers 
has increased foreign demand for bills. 

The pound moved ahead against the U.S. dollar to 
a new peak on January 31, the spot rate gaining ‘4. 
cent, to $2.811%. after some business had been done 
at $2.81%, the highest level since August 9, 1954. 
The movement may have been helped by the authori- 
ties possibly refraining from taking in dollars. Forward 
U.S. dollars were also in demand; the buying was said 
to be partly in connection with U.S. investment in U.K. 
Treasury bills.. The three months’ premium widened 
Ye cent to 2%, cents, and the one-month premium 
by 4, cent, to 1%, cent. 

Source: The Times, London, England, February 1, 
1958. 


U.K. Trade 


Provisional figures of the Board of Trade show that 
in December U.K. imports c.i.f. were £313.7 million, 
exports f.0.b. were £282.4 million, and re-exports f.o.b. 
were £12.2 million. Both exports and imports were 
slightly lower than in November. But whereas the 
value of exports in December was 2 per cent above the 
average for the first 11 months of the year, the value 
of imports was 8% per cent below the monthly average. 
To a large extent the decrease in imports reflected fall- 
ing prices. 

The provisional total for U.K. exports in 1957 is 
£3,326 million, an increase of £154 million over the 
total for the previous year. Imports rose by £193 mil- 
lion, to £4,079 million. Both were at record levels. 
However, imports of £30 million were delayed toward 
the end of 1956 because of the closing of the Suez 


Canal, and the i957 total has accordingly: been arti- 
ficially inflated. A further point to be taken into 
account is that the export figures for 1957 include only 
£7 million for repayment of silver bullion to the United 
States, whereas in the previous year £22 million of 
exports consisted of this item. When these two excep- 
tional factors are excluded, the volume of both imports 
and exports rose by about 2 per cent. Export prices 
increased by 4% per cent, and import prices on the 
average rose by 1% per cent, despite a sharp fall in 
the second half of the year. 

Source: The Times, London, England, January 14, 

1958. 


Money Market Reforms in Belgium 


Commercial banks in Belgium are required to hold 
certain minimum. reserves: against their short-term lia, 
bilities: the so-called “partial cover” of 50 per cent or 
40 per cent (depending on the size of the bank) of 
liabilities falling due within one month; and, in addition, 
the so-called “diversified cover” of 15 per cent or 20 
per cent of the same liabilities. Until recently, the 
“partial cover” had to be either (1) noninterest-bearing 
deposits with the National Bank of Belgium or (2) treas- 
ury bills with a maturity of no more than a year and 
bearing interest rates of 1 %¢ per cent for four-month 
bills and 1 1%. per cent for twelve-month bills. 

As a consequence of the investments which the “par- 
tial cover” requirement obliged the banks to make, any 
increase of the money supply was followed by.a_ sec- 
ondary expansion of bank credit to the Government, 
as short-term financing of the Treasury was auto- 
matically linked to bank deposits. Furthermore, an 
excessive discrepancy was created between the rela- 
tively high interest rates on medium-term or long-term 
public bonds and those on short-term treasury paper, 
which were well below the official discount rate. Also, 
commercial banks were unable to pay a realistic interest 
to’ their ‘depositors, and the whole short-term ‘interést 
rate structure tended to be lower than in other im- 
portant money markets. Under these conditions, the 
effectiveness of monetary policy was hampered and 
Belgium’s external position was, in certain instances, 
adversely affected. 

On November 12, 1957, the Belgian authorities made 
certain changes, primarily in relation to the commercial 
banks’ reserve requirements, designed to increase the 
effectiveness of monetary policy. The Government 
issued a special loan, in the form of renewable treasury 
certificates, totaling BF 28,920 million. The four- 
month and twelve-month treasury paper held on Octo- 
ber 31, 1957 by commercial banks, in accordance with 
the “partial cover” requirement, was converted into the 
new certificates. The loan was divided into two 
“tranches.” “Tranche A” consisted of certificates total- 
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ing BF 20,000 million with a one-year maturity and an 
interest rate of 115. per cent payable in advance upon 
subscription or renewal. “Tranche B” consisted of cer- 
tificates totaling BF 8,920 million with a four-month 
maturity and an interest rate—payable also in advance 
upon subscription or renewal—which would be 0.75 
percentage point less than the official discount rate in 
force at the time of issue or renewal; since on Novem- 
ber 12, 1957 the official discount rate was 4.50 per 
cent, the interest rate on the initial issue of “Tranche B” 
certificates was 3.75 per cent. (The rate on “Tranche B” 
certificates, however, cannot be less than 2 per cent.) 


The reforms did not alter the quantitative aspects of 
the minimum reserve requirements of the commercial 
banks, but qualitatively there was an important change. 
Under the new regulations, the “partial cover” which 
the banks have to hold against their short-term liabili- 
ties can be composed of (1) deposits with the central 
bank, (2) certificates of the November 1957 special 
loan, and (3) special four-month certificates issued by 
the Fonds des Rentes bearing an interest rate payable on 
maturity and equal to that of “Tranche B” certificates 
of the November 1957 special loan. 


These changes mean that, if their deposits increase 
further, the banks will have to invest not, as in the past, 
in short-term treasury paper but in special certificates 
issued by the Fonds des Rentes. The Fonds des Rentes, 
a public institution established in 1935, will not use 
these funds to support, through intervention in the 
market, the prices of public bonds (which was the 
initial purpose of the institution), but it will either 
sterilize them or utilize them for intervention in the 
market within the framework of monetary policy of 
the National Bank of Belgium; the operations of the 
Fonds des Rentes should not entail any new form of 
automatic financing of the Government. 


If, on the other hand, the short-term liabilities of the 
banks decline, the Fonds des Rentes stands ready to 
buy, in the following order, the assets held by the banks 
as “partial cover”: (1) the Fonds des Rentes special 
certificates, (2) “Tranche B” certificates of the Novem- 
ber 1957 special loan, and (3) “Tranche A” certificates 
of the November 1957 special loan. To finance such 
purchases, the Fonds des Rentes will utilize first the 
resources at its disposal from previous sales of its own 
certificates; then, whatever resources it can borrow in 
the “call money” market; and finally, and only as a last 
recourse, advances from the National Bank of Belgium. 
Such advances to the Fonds des Rentes, if used to 
finance operations consistent with the official monetary 
policy, would not be regarded as advances to the Gov- 
ernment and hence would not be taken into account in 
the application of the BF 10 billion ceiling for govern- 
ment borrowing from the central bank. 

The importance of the November 12 changes seems 
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to lie primarily in the discontinuation of the Govern- 
ment’s practice of borrowing automatically a prescribed 
part of any increase in sight or short-term bank deposits; 
this part of banking resources will now be channeled to 
the Fonds des Rentes for uses compatible with mone- 
tary stability. On the other hand, a decline in bank 
deposits will not entail a direct strain on the Govern- 
ment because the Fonds des Rentes will, in such cases, 
meet all offers of treasury certificates by banks. 


It is understood that the Treasury will continue to 
issue short-term (6-12 months) or very short-term (up 
to 120 days) bills, but at an interest rate which must 
correspond to the actual conditions of the money mar- 
ket. Such bills will be eligible for inclusion by com- 
mercial banks in the “diversified cover”; also eligible 
for this cover are assets which can be held as “partial 
cover” and all securities in Belgian francs with a matu- 
rity not exceeding three years, issued or guaranteed by 
the Government. Another effect of the changes is that 
part of the commercial banks’ assets will now yield a 
higher interest rate. This, in turn, will enable the banks 
to decide to make the interest payable on their time 
deposits variable, closely dependent on changes of the 
official discount rate. In fact, in line with this decision, 
the interest rates on time deposits which had remained 
practically unchanged since 1943, were raised substan- 
tially on November 12, 1957. 

Sources: Commission Bancaire, Rapport Annuel 1956- 
57, and Banque Nationale de Belgique, Bul- 
letin d'Information et de Documentation, 
November 1957, Brussels, Belgium. 


Credit Policy in Norway 


Recent negotiations between representatives of the 
Norwegian banks and insurance companies, on the one 
hand, and the Bank of Norway and the Ministry of 
Finance, on the other, have been followed by an official 
directive laying down the Government’s credit policy 
for 1958. According to the directive, bank advances, 
with certain exceptions, should not be allowed to rise 
above the 1957 level, and overdrafts are to be kept 
below the 1957 figure. Commercial banks are asked to 
invest any idle funds in government or government- 
guaranteed bonds, and savings banks are asked to invest 
in such issues at least 50 per cent of any increase in 
their deposits. An exception to the tight money policy 
will be made for North Norway. Special talks on this 
subject are to be held shortly between the Bank of 
Norway and the banking institutions in the three north- 
ernmost provinces. 


In a move to provide the Government with addi- 
tional credit, the insurance companies have agreed to 
subscribe to some NKr 110 million worth of new 
government loans during 1958 and to increase their 
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holdings of government or government-guaranteed 

bonds by NKr 90 million during the year. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 23, 1958. 


Finnish Economy in 1957 


According to a survey by the Division of Economic 
Affairs in the Ministry of Finance in Finland, the 
national product at constant prices rose by only | per 
cent in 1957, while the national income at current 
prices increased by 5 per cent. Unless the decline in 
total production, which occurred last autumn, can be 
stopped, a decline in the national product must be 
expected in 1958. 

Finland’s terms of trade improved in the last quarter 
of 1957. The export price index (f.o.b.) rose by 39 
per cent (the devaluation percentage), while the import 
price index rose by something less than 30 per cent. 
The terms of trade index for November was 139 
(1935=100), against 130 for August. Provisional 
calculations indicate that output of cellulose increased 
in 1957 by 13-14 per cent, and totaled about 2.1 million 
tons. Production of paper increased by 6-7 per cent. 
The volume of exports was roughly the same as in 
1956—cellulose exports amounting to about 1.2 mil- 
lion tons and paper exports to 1 million tons. 

For the first quarter of 1958, Scandinavian exporters 
have had to accept price reductions of 2-4 per cent for 
cellulose and a somewhat larger reduction for mechan- 
ical pulp. At these prices, sales prospects seem assured, 
and there should be no decline in the quantity exported. 
Paper prices have remained firm so far. 


Exports of sawn timber in 1957, at about 700,000 
standards, were some 80,000 standards greater than in 
1956. Finland lost some ground, however, in foreign 
markets (e.g., to the Soviet Union in the case of the 
British market). Exports this year should be of about 
the same volume as last year. Increased felling in the 
present winter season is helping to ease the unemploy- 
ment situation. 

Agricultural production in 1957 was about the same 
as in 1956, while industrial production rose by about 
3 per cent. A decline occurred in the production of 
consumer goods and in the number of houses con- 
structed. 

The wholesale price index in 1957 rose by 12 per 
cent, five sixths of the increase occurring after the 
devaluation. The cost of living index rose from 118 
(October 1951=100) at the end of 1956 to 128 at the 
end of 1957. Since the index had reached 125 by 
August, the rise in the last quarter of the year was 
smaller than that which might have been expected to 
follow the devaluation and the liberalization of foreign 
trade. It is expected, however, that the index will rise 


to 130 early in 1958; at that time, a general wage 
increase of 4 per cent will be granted under the current 
collective wage agreements. 

The survey concludes that, in the present economic 
situation, those responsible for monetary and financial 
policy are confronted by difficult problems, and that, 
if the price level is to be kept at all stable during 1958, 
the money market will have to be kept tight and gov- 
ernment expenditure held within bounds. 

Source: Hufvudstadsbladet, Helsinki, Finland, Janu- 
ary 22, 1958. 


Price Changes in the Federal Republic of Germany 


Upward pressure on prices in the Federal Republic 
of Germany continued during 1957. The cost of living 
index rose by 3.4 per cent, i.e., at a slightly faster rate 
than in other recent years, and the retail price index 
rose by 3.2 per cent. Efforts of the Government to 
restrain such increases included a further reduction, 
by an average of 25 per cent, in duties on industrial 
goods in August 1957, and numerous appeals to busi- 
ness and labor unions to show restraint. As a result, 
a number of business firms pledged to hold their prices 
unchanged until the end of the year, and the coal mining 
industry abstained from price increases in spite of wage 
increases obtained by miners in the early summer. In 
view of the forthcoming elections and the lull in eco- 
nomic activity during the summer, prices remained fairly 
stable until the fall. However, within a few months 
following the election in September 1957, price increases 
were effected in most sectors of the economy. 

The coal mining industry—over strong criticism by 
the Government—announced price increases of about 
7 per cent, effective October 1, to be followed by a 
further increase on April 1, 1958. The price of lignite 
coal for domestic use was also increased, effective 
January 1, 1958. In November 1957, domestic steel 
prices were raised by an average of 4.6 per cent. The 
steel industry was dissuaded by the processing industries, 
as well as by the Government, from carrying out an 
even larger increase of some 6-8 per cent. The industry 
explained that the price increase was necessary because 
of the rise in domestic coal prices and the higher deliv- 
ery prices for coal imported from the United States; 
together with wage increases and higher prices for iron 
ore and scrap iron, the total cost increase was estimated 
at about DM 600 million annually, of which only about 
DM 300-400 million would be passed on through higher 
prices. 

Subsidies for flour were abolished, and the price for 
bread was raised on January 1, 1958. The price for 
sugar beets is to be increased early in 1958; part of 
the increase will be absorbed by a reduction of the 
sugar tax. The reduction or abolition of subsidies for 
milk and other food items is now contemplated in 
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order to normalize the price structure and to prevent 
the long-run inflationary impact of subsidies. 

Another important. increase may occur shortly in 
respect of railway rates, im order to facilitate present 
efforts by the Federal Railway System to reduce its 
large deficit. 

Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
January 17, 1958. 


Middle East 


Import Restrictions in the Sudan 


With a view to improving the trade balance of the 
Sudan, the Ministry of Commerce, Industry, and Supply 
published a notice on December 15 restricting imports 
of certain items considered to be nonessential or of 
which there are excessive stocks in the Sudan. Among 
these are all rayon, silk, artificial silk, nylon, and woolen 
piece goods, car tires, shoes, household utensils other 
than enamel-plated utensils, fresh and preserved fruits, 
furniture, fancy goods, and rugs and carpets. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, January 1958. 


lran's Budget 
For the year ending March 20, 1958, the Iranian 
budget is balanced at Ris 21.9 billion. The budget esti- 
mate for the preceding year showed a deficit of Ris 4 
billion, with revenue at Ris 15.8 billion and expendi- 
ture at Ris 19.8 billion. Since actual revenue in that 
year reached Rls 16.7 billion and expenditure was 
Rls 19.5 billion, the deficit amounted to Rls 2.8 billion; 
this was covered by U.S. aid and oil revenues. 
Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., November 1957. 


Far East 


India's Foreign Liabilities and Assets 


An article in the December 1957 issue of the Bulletin 
of the Reserve Bank of India presents the main results 
of a survey, conducted by the Reserve Bank, of India’s 
foreign liabilities and assets at the end of 1955. Like 
the Census of Foreign Liabilities and Assets as on 
June 30, 1948, published in 1951, and the Survey of 
Foreign Liabilities and Assets as on December 31, 
1953, published in 1955, the latest survey provides an 
indication of India’s international investment position 
and an analysis of foreign business investments. 

At the end of 1955, India’s total liabilities amounted 
to Rs 7.66 billion, and its assets were Rs 12.52 billion, 
indicating a net creditor position of Rs 4.86 billion. 
India was a net creditor with respect to the United 
Kingdom (Rs 4.09 billion) and Pakistan (Rs 2.70 
billion), while it was a net debtor with respect to the 


United States (Rs 1.05 billion) and most ofthe other 
countries, 

Between June 30, 1948 and December 31,1955, 
India’s net creditor position was reduced by Rs 10.19 
billion as’ assets fell by Rs 7.57 billion and liabilities 
increased by Rs 2.62 billion; most of this change oc- 
curred during the period prior to 1953. Between 
December 31, 1953 and December ‘31, 1955, India’s 
creditor position was reduced by only Rs 720 milliom 

Although India was a net creditor country at the 
end of 1955, it is very likely that by the end of 1957 
it had already become a net debtor country owing to 
the large reduction in its sterling assets and substantial 
additions to its liabilities to the United States, the Inter- 
national Monetary Fund, and the International Bank 
for Reconstruction and Development. 

The country’s net creditor position at the end of 
1955 was due wholly to the official sector, which had 
net credits of Rs 9.61 billion; the nonofficial sector 
was a net debtor to the « ‘ent of Rs 4.75 billion. A 
large part of the decline in the net assets between 
June 30, 1948 and December 31, 1955 was also ac- 
counted for by the official sector; its assets declined by 
Rs 7.69 billion while its liabilities increased by Rs 320 
million. The net debtor position of the nonofficial 
sector increased by Rs 2.18 billion; its liabilities in- 
creased by Rs 2.30 billion, and its assets rose by only 
Rs 120 million. 

Foreign business investments in India at the end of 
1955 amounted to Rs 4.81 billion. Investments in 
manufacturing activities were the largest, i.c., Rs 1.63 
billion; the share of trading was Rs 1.02 billion, of 
plantations Rs 870 million, and of utilities and trans- 
port Rs 530 million. Included in the totals are invest- 
ments of Rs 1.04 billion in petroleum activities, i.e., 
trading (Rs 760 million) and manufacturing (Rs 280 
million). Branches, subsidiaries, and other foreign- 
controlled enterprises together accounted for Rs 4.11 
billion, or nearly 85 per cent of. tetal- foreign: business 
investments in the country at the end of 1955. Invest- 
ments, not accompanied by control, are estimated at 
Rs 694 million. 

The United Kingdom, with an aggregate investment 
of Rs 3.92 billion, continued to predominate among 
the investing countries. The United States provided 
Rs 410 million, while other countries taken as a whole 
accounted for Rs 480 million. 

The increase from June 1948 to December 1955 in 
foreign business investment amounted to Rs 1.93 bil- 
lion; of this total, Rs 610 million was during 1954 
and 1955. Since about Rs 350 million of the total 
increase was due to the revaluation of assets by com- 
panies, net investment for the entire period was about 
Rs 1.60 billion. Banking capital, mostly ‘in the nature 
of liquid or floating assets, showed an outflow of 
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Rs 120 million. | Thus, total‘nonbanking investments 
during the 74% years ended December 1955 amounted 
to something like Rs 1.70 billion; of this, about Rs 1135 
billion was invested during July 1948-December 1953 
and Rs 350:million during 1954 and 1955. Petroleum 
activities (trading and manufacturing) accounted for 
about Rs 800 million of the new investment, and other 
eee nue ae more than Rs: 600 


ean the entire period, fine industrial countries— 
the United Kingdom, the United States, West Germany, 
and Switzerland—increased their investments in India 
by nearly Rs 1.75 billion; investments of other countries 
were reduced by about Rs 50 million. 
Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, — 16, 1958. 


1O DNS Of) Jk MotUieOYU Wilus 


The Governments of India and France signed on 
January 23 an economic and technical cooperation 
agreement under which the French Government will 
facilitate the manufacture and delivery by French sup- 
pliers during the next 12 months of capital goods, up 
to a value of F 25 billion (US$59.4 million), required 
for projects included in India’s Second Five Year Plan. 
The agreement specifies that no direct credit is involved 
between the two Governments and that the amount 
cited does not constitute a line of credit. 

Source: The Financial Times, London, England, Jan- 
uary 24, 1958. 


Shrimp Industry in Thailand 
A joint Thai-U.S. enterprise, the Karnasuta-Bird Sea- 
food Products Company, has been formed to process 
and export shrimp. A factory ship having the latest 
freezing devices with a storage capacity of about 1,100 
tons is expected to start operations early in 1958. The 
company hopes to a some "s annie eapgoet - 
shrimp in its "first year.’ " 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., December 6, 1957. 


Economic Developments in Cambodia During 1956 

According to the recently published report of the 
National Bank of Cambodia, economic developments 
in Cambodia during 1956 conformed broadly to the 
general pattern of economic growth in Far Eastern 
countries during that period. Progress in agricultural 
production was particularly substantial, owing mainly 
to more favorable weather conditions than in 1955. 
Rice production increased from 780,000 metric tons to 
1,115,000, and corn production from 110,000 tons to 
120,000. Rubber production rose from 27,766 tons 
to 32,056; while-a 2 per cent increase in the area culti- 
vated contributed to this improvement, most of the 


increase was due to an increase in the labor’ force, 
which raised the yield per hectare from 1,000 kilograms 
to 1,145. Output. of forest products, which are ‘im- 
portant in Cambodia’s economy, was about the same 
as in 1955: 110,000 cubic meters of timber and 10,000 
metric tons of charcoal. Much remains to. be done, 
however, im the field of irrigation, selection of seeds, 
popularization of techniques, and the fight against par- 
asites and plant diseases, to bring about a further in- 
crease in agricultural production. ~~ 

Industrial activity which, aside from electric wer, 
is confined mostly to handicrafts and cottage industries, 
also expanded in 1956. Electric power production in- 
creased from 28 million kwh to 33 million kwh; :pro- 
duction of rice alcohol from 8.9 million liters of pure 
alcohol to 9.2 million liters; and the combined produc- 
tion of the three cigarette plants from 54 million cigar- 
ettes in January 1956 to 83 million in Deceniber. 

Building. activity, in both the public and private 
sectors, grew during the year. Between April and 
November 1956, authorizations were granted by the 
Ministry of Mines, Industry, and Handicrafts for setting 
up 113 rice mills, 14 brick and. tile, manufacturing 
plants, 20 saw mills, 13 silk weaving workshops, 1! 
sugar refinery, and various other food industries. 

There was also increased activity in transportation, 
which was to receive 71 per. cent of the funds. ear- 
marked for development under the two-year plan 
adopted at the end of 1955. Implementation of this plan 
progressed slowly during 1956. Of;the 1,726 million 
riels of investment expenditure authorized for 1956, 
only 659 million riels was actually, spent during the 
year; 63 per cent was spent on transportation, 19 per 
cent on social equipment, 11 per cent on the develop- 
ment of production, and,7 per cent on miscellaneous 
expenditures. 

Of the total amount, of expenditures authorized for 
1956, U.S. aid contributed 63 per cent, French aid 
29 per cent, budget appropriations, 6. per:,cent, and 
Colombo Plan aid 1 per cent. Of the aid from Main- 
land China, which was set at 880 million riels under 
the Sino-Khmer Economic Agreement signed in April 
1956, only 1.2 million riels was spent in 1956. The.re- 
mainder, together with U.S., French, Russian, and Co- 
lombo Plan aid, and budget appropriations, is expected 
to be used to carry out the rest of the development plan. 
Source: L’Information du Viet-Nam Economique ‘et 

Financiére, Saigon, Viet-Nam, January 16, 
1958. 


Electric Power Development in Korea 


According to the program for'electric power devel- 
opment in Korea in 1958, which has been announced 
by the Ministry of Commerce and Industry, 52,000°:kw 
will be added to the country’s capacity; 27,000 kw will 
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be produced by the hydroelectric plant at Chungju, and 
25,000 kw will be produced by a thermal plant to be 
built in the port of Mopko. The program also con- 
templates the modernization and repair of two existing 
hydroelectric stations. The program will be financed 
by U.S. counterpart funds, loans from the U.S. De- 
velopment Loan Fund, bank loans, and some self- 
financing. 


Source: The Korean Republic, Seoul, Korea, Janu- 
ary 15, 1958. 


Grain Plan for Korea 


The Korean Cabinet has approved a five-year grain 
crop expansion program, which has self-sufficiency in 
food as its ultimate goal. Under the program, which 
is to be started in 1958 and completed in 1962, grain 
production will be increased from the current annual 
average of 120 million bushels to about 160 million 
bushels by 1962. The current annual grain require- 
ments are estimated at about 150 million bushels, and 
in 1956-57 the cost of foodgrain imports was $50 
million. The plan will place emphasis on both improved 
productivity and land reclamation. It is intended to 
increase total rice production to 80.5 million bushels in 
1958, 85.6 million in 1959, 90.1 million in 1960, 93.9 
million in 1961, and 97.7 million in 1962. 

Source: The Korean Republic, Seoul, Korea, Decem- 
ber 28, 1957. 


United States 
U.S. Foreign Trade and Domestic Business 


Export sales were one of the stimulating factors in 
the U.S. economy during most of 1957, according to 
a comprehensive review of foreign trade by the U.S. 
Department of Commerce. During the 1955-57 cycli- 
cal upswing of business activity, exports rose at a rela- 
tively higher rate than gross national product, reaching 
a record total of $19.5 billion for 1957. Exports of 
coal, iron and steel scrap, steel products, and cotton 
piece goods were prominent among the materials for 
which exports provided an important support to the 
supplying industries while domestic demand declined. 
Exports of raw cotton in 1956-57 mounted to a 23-year 
high of 7.5 million bales; this allowed a reduction of 
almost 5 million bales in government stocks, although 
domestic use was less than during the previous year. 
The ratio of exports to domestic sales of nonelectrical 
machinery reached an all-time high of over 15 per cent 
in the third quarter of 1957. Exports of railway pas- 
senger cars in the first half of the year were more than 
double the number delivered to domestic carriers, and 
the number of locomotives and commercial planes 
shipped abroad in 1957 is estimated at about one half 
those delivered to domestic customers. 
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U.S. imports of industrial materials have been in- 
fluenced to a large extent by factors other than the cur- 
rent rate of consumption. Among these factors are 
shifts in the importance of imports and domestic pro- 
duction as sources of supply, changes in government 
buying for stockpile purposes, changes in business in- 
ventory purchases, government farm price support 
measures, and administrative actions affecting import 
quotas and tariffs. Whereas imports of petroleum, iron 
ore, and, more recently, of lead and zinc have been 
furnishing a rising portion of new supply, imports of 
newsprint, aluminum, copper, rubber, and apparel wool 
have accounted for a diminishing portion of total re- 
quirements. Imports of food in January-September 1957 
were the lowest since 1942 on a per capita basis; this 
contrasts with the relative stability in domestic per 
capita consumption of all foodstuffs. Per capita use 
of coffee in 1957 was 15 per cent below the 1949 rate; 
this reflects greater economy in the use of regular coffee 
as well as the growing popularity of the instant products. 
Source: Department of Commerce, Survey of Current 

Business, Washington, D. C., January 1958. 


Latin America 
Peruvian Budget 


Peru’s budget for 1958, as finally approved, is bal- 
anced at S/. 5,359 million, an increase of S/. 555 
million, or 12 per cent, over the 1957 total. Ordinary 
receipts are estimated at S/. 3,500 million, an increase 
of S/. 207 million (the smallest in the past five years) 
over the corresponding figure for 1957. The appro- 
priation for the Economic Development Fund has been 
raised from S/. 275.8 million to $/. 280 million. 

The largest part of the budgetary increase corre- 
sponds to the Special Accounts, which have risen by 
S/. 343 million, to S/. 1,578.6 million. 


Source: Banco Continental, Report on the Economic 
Situation of Peru, Lima, Peru, December 31, 
1957. 


International Financial News Survey, written by mem- 
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